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INDEPENDENT AUDITOR’S REPORT

Honorable Mayor and City Council
Morgan City, UT

We have audited the accompanying financial statements of the governmental activities,

-the business-type activities, each major fund, and the aggregate remaining fund

information of Morgan City, Utah, as of and for the year ended June 30, 2005, which
collectively comprise the City’s basic financial statements as listed in the table of
contents. These financial statements are the responsibility of Morgan City, Utah,
management. Our responsibility is to express opinions on these financial statements
based on our audit. :

| 'We conducted our audit in accordance with auditing standards generally accepted in the

United States of America and the standards applicable to financial audits contained in

-Government . Auditing Standards, issued by ‘the Comptroller General of the United

States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well
as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, the business-
type activities, each major fund, and the aggregate remaining fund information of
Morgan City, Utah, as of June 30, 2005, and the respective changes in financial position
and cash flows, where applicable, thereof for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report
dated October 11, 2005, on our consideration of Morgan City, Utah internal control over
financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements and other matters. The purpose of that
report is to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing and. not to provide an opinion on the
internal control over financial reporting or on compliance. That report is an integral part
of an audit performed in accordance with Government Auditing Standards and should
be considered in conjunction with this report in considering the results of our audit.

2490 Wall Avenue Ogden, Utah 84401 Phone (801) 621-0440 Fax (801) 399-9264




Honorable Mayor and City Council
Morgan City, UT

The management’s discussion and analysis and budgetary comparison information on
pages 3 through 7 and pages 39 through 40, are not a required part of the basic
financial statements but are supplementary information required by accounting
principles generally accepted in the United States of America. We have applied certain
limited procedures, which consisted principally of inquiries of ‘management regarding
the methods of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise Morgan City, Utah’'s basic financial statements. The
combining and individual nonmajor fund financial statements are presented for
purposes of additional analysis and are not a required part of the basic financial
statements. The accompanying schedule of expenditures. of federal awards ‘is

- presented for purposes of additional analysis as required by U.S. Office of Management
“and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit

Organizations, and is also not a required part of the basic financial statements of
Morgan City, Utah. The combining and individual nonmajor fund financial statements
and the schedule of expenditures of federal awards have been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, are -
fairly stated in all material respects in relation to the basic financial statements taken as
a whole. ‘

Wood Richauds & AsSociates

October 11, 2005
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' MORGAN CITY

MANAGEMENT’S
DISCUSSION AND ANALYSIS
JUNE 30, 2005 -

This document is a narrative overview and analysis of the financial activities of Morgan City
for the fiscal year ending June 30, 2005. Morgan City management encourages readers to
consider the information presented here in conjunction with the financial statements, which
follow this section. To help the reader with navigation of this report the city’s activities are
classified in the following manner: government activities include basic services such as public
safety, public works, parks and recreation, cemetery and general government administration,
while business-type activities include water, sewer, electric, and sanitation. These :
government-wide statements are designed to be more corporate-like in that all activities are

- consolidated into a total for the City.

Basic Financial Statements

e The Statement of Net Assets focuses on resources available for future operations. In
simple terms, this statement presents a snapshot view of the assets the community owns
the liabilities it owes and the net difference. The net difference is further separated into
amounts restricted for specific purposes and unrestricted amounts. Government activities
reflect capital assets including infrastructure and long-term liabilities. Business-type
activities have long reported capital assets and long-term liabilities.

" o The Statement of Activities focuses gross and net costs of city programs and the extent to

which such programs rely upon general tax and revenues. This statement summarizes the
user’s analysis to determine the extent to which programs are self-supporting and/or
subsidized by general revenues.

¢ Fund financial statements focus separately on major government funds and proprietary
funds. Governmental fund statements follow the more traditional presentation of financial
statements. The City’s major government funds are presented in their own column and the
temaining funds are combined into a column titled “Other Government Funds.” A
budgetary comparison is presented for the general fund, which is the only fund for which
a budget is legally adopted. Statements for the City’s proprietary funds follow the
governmental funds and include net assets, revenue, expenses and changes in net assets,
and cash flow.

e The notes to the financial statements provide additional disclosures required by
governmental accounting standards and provide information to assist the reader in
understanding the City’s financial condition.

Readers desiring additional information on nonmajor funds can find it in the Combining
Statements of Nonmajor Fund’s section of this report. Completing the financial section of the
report are schedules on capital assets and other financial schedules.

The Management’s Discussion and Analysis is intended to explain the significant changes in
financial position and differences in operation between the current and prior years. '




City as a Whole

MORGAN CITY

MANAGEMENT’S
DISCUSSION AND ANALYSIS
. JUNE 30,2005

Government-wide Financial Statements

A condensed version of the Statement of Net Assets at June 30, 2005 and 2004 follows:

Net Assets at Year-end
Governmental Activities  Business-Type Activities Total
2005 2004 2005 2004 2005 2004

~ Cash and investments $1,092,048 $945472  $683,765 $1,132,920 $1,775,813 $2,078,392
Other assets 1,643,944 1,662,732 451,118 471,633 2,095,062 2,134,365
Capital assets 1,436,480 1,536,375 3,595,492 3,063,072 5,031,972 4,599,447
Total assets 4,172,472 4,144,579 4,730,375 4,667,625 8,902,847 8,812,204
Other liabilities 45,685 103,837 125499 220137 171,184 323,974
Long term outs_tanding 1,956,462 2,115,390 1,289,208 1,326,452 _ 3,245,670 3,441,842
Total liabilities 2,002,147 2,219,227 1,414,707 1,546,589 3,416,854 3,765,816
Net assets:
invested in capital assets,

Net of related debt 990,480 1,027,375 2,072,583 1,736,620 3,063,063 2,763,995
Restricted 913,819 756,502 648,808 1,121,454 1,562,627 1,877,956
Unrestricted 266,026 141,475 594,277 262,962 860,303 404,437
Total net assets $2,170,325 $1,925,352 ' $3,315,668 $3,121,036 $5,485,993

$5,046,388

~ During the year ended June 30, 2005 there were two significant events that changed the
balance of net assets. An explanation of these events follows:

Business-type Activities. The City received a USDA Rural Development loan of $ 1,214,300
and'a USDA Rural Development grant of $ 500,000 in the previous year to be used for
improvements to their culinary water system. During the year 2005, the City spent $ 604,889
on improvements to their culinary water system leaving a balance of $ 237,701 to be spent in
the future. The City also made upgrades to electrical power lines in the amount of $§ 87,641.
These additions are by far the largest change affecting the business-type activities’ net assets.



A condensed version of the Statement of Activities follows:

Revenues
Program revenues
Charges for services

Grants and contributions

General revenues
Taxes
Interest
Contributions from Dev
Miscellaneous

Total revenues
Expenses
General Government
Public Safety
Public Works
Parks and Recreation

Cemetery
Shop
Miscellaneous
Water
Sewer
Electric
Sanitation

Total expenses

Ch_énge in net assets

- Beginning net assets

Ending net assets

MORGAN CITY

MANAGEMENT’S

DISCUSSION AND ANALYSIS

- JUNE 30, 2005

Governmental and Proprietary Activities
For the years ended June 30, 2005 and 2004

Governmental Activities Business-Type Activities Total

2005 2004 2005 2004 2005 2004
$ 498,181 $ 252,400 $2,525,423 $2,292,406 $3,023,604 $2,544,806
135,402 249,230 - 500,000 135,402 749,230
599,828 541,222 599,828 541,222
112,548 109,149 7,706 9,123 120,254 118,272
7,439 20,466 7,439 20,466
135,855 86,546 135,855 86,546
1,481,814 1,238,547 2,540,568 2,821,995 4,022,382 4,060,542
283,335 236,031 283,335 236,031
265,502 238,527 265,502 238,527
543,061 467,521 543,061 = 467,521
74,016 99,826 74,016 99,826
64,844 87,457 64,844 87,457
6,083 17,817 6,083 17,817
13,414 13.414
458,800 371,813 458,800 371,813
288,170 275,002 288,170 275,002
1,379,019 1,291,521 1,379,019 1,291,521
219,947 256,005 219,947 256,005
1,236,841 1,160,693 2,345,936 2,194,341 3,582,777 3,354,934
244,973 77,954 194,632 627,654 439,605 705,608
1,925,352 1,847,398 3,121,036 2,493,382 5,046,388 4,340,780
$2,170,325 $1,925,352 $3,315,668 $3,121,036 $5,485,993 $5,046,388

Governmental activities:

For the year ended June 30, 2005 the total revenues for the governmental activities were
$1,481,814. Program revenues totaled $ 633,583. The major sources of program revenues are
building permits, impact fees, and capital grants.




MORGAN CITY

MANAGEMENT’S
DISCUSSION AND ANALYSIS
JUNE 30, 2005

General revenues for the year totaled $ 848,231. The major sources of general revenues are
taxes and interest earnings. Taxes comprise 40.5% of the City’s general fund revenues.

Business-type activities:

For the year ended June 30, 2005 the total revenues for the business-type activities were
$2,540,568. Program revenues total $ 2,525,423. The majority of the revenue is from charges
for services of the enterprise funds. The general revenues in the business-type activities
consist of $ 7,439 in contributions from developers and $ 7,706 in interest income. The water
and sewer funds have operating losses and the electric and sanitation funds have operating
income. The water fund was the only fund to have a decrease in net assets.

Budgetary Highlights

Over the course of the year the City Council revised the budget one time. At the end of the
year there was one individual department with a budget shortfall due to unexpected events. In
total, the general fund’s expenditures were $ 168,570 less than was budgeted.

Capital Assets and Debt Administration

Capital Assets

At June 30, 2005 the City had $ 5,031,972 invested in capital assets, including park and
recreation facilities, buildings, roads, bridges, sanitation, and electric and water and sewer
lines. This amount represents a net increase (additions, deductions, and depreciation) of
$432,525, or 9.4% over last year.

Capital Assets at Year-end

Governmental Activities  Business-Type Activities Total
2005 2004 2005 2004 2005 2004
Land $ 168,343 §$ 168,343 $ 43669 $ 43669 $ 212,012 $ 212,012
Buildings 500,248 500,248 53,187 53,187 553,435 553,435
"Improvements 133,796 109,000 133,796 109,000
Equipment 365,365 365,365 434,001 434,001 799,366 799,366
Infrastructure 1,804,164 1,804,164 1,804,164 1,804,164
Utility Systems 5,144,774 4,452,243 5144774 4,452,243
Subtotal . 2,971,916 2,947,120 5,675,631 4,983,100 8,647,547 7,930,220
Accumulated depreciation 1,535,436 1,410,745 2,080,139 1,920,028 3,615,575 3,330,773
Capital assets, net $1,436,480 $1,536,375 $3,595,492 $3,063,072 $5,031,972 $4,599,447

The most significant addition to capital assets was the construction of $ 604,889 on the
culinary water project.



MORGAN CITY

MANAGEMENT’S
DISCUSSION AND ANALYSIS
JUNE 30, 2005

Debt Outstanding

At year-end, the City had $ 3,215,208 in bonds and notes outstanding versus $ 3,398,452 last
year, a decrease of $ 183,244,

There was a total of $ 183,244 in debt retired during the year.

Debt Outstanding at Year-end

Governmental Activities  Business-Type Activities Total
2005 2004 2005 2004 2005 2004
Series 2002 Bonds $ 446,000 $ 509,000 -$ 446,000 $ 509,000
Series 2003 Bonds 1,193,208 1,205,452 1,193,208 1,205,452
Special Assessment Bonds 1,480,000 - 1,563,000 1,480,000 1,563,000
Water Revenue Bonds 50,000 63,000 50,000 63,000
Sewer Revenue Bonds - : ' 46,000 58,000 46,000 58,000
Total debt outste_lnding $1,926,000 $2,072,000 $1,289,208 $1,326,452 $3,215,208 $3,398,452

More detailed information on the City’s long-term liabilities is presented in the notes to the
financial statements.

Economic Factors and Next Year’s Budgets and Rates

 Property taxes and sales taxes make up 40.5% of general fund revenues.
* Morgan City has established new electric billing rates to be able to provide these services
for a substantial increase in population and costs.

Financial Contact

The City’s financial statements are designed to present users (citizens, taxpayers, customers,
investors, and creditors) with a general overview of the City’s finances and to demonstrate the
City’s accountability. If you have questions about the report or need additional financial
information, please contact the City’s Recorder at 48 W Young, Morgan, Utah 84050.




-MORGAN CITY
STATEMENT OF NET ASSETS
JUNE 30, 2005 .

Governmental Business-type
Activities Activities Total
ASSETS
Current Assets:
Cash $ 1,092,048 $ 450,064 $ 1,542,112
Accounts Receivable (Net of Allowance for Uncollectibles) 1,541,788 186,294 1,728,082
Accounts Receivable - Intergovernmental 102,156 - 102,156
Inventory - 162,337 162,337
Total Current Assets 2,735,992 798,695 3,534,687
Restricted Assets:
Restricted Cash - Construction - 233,701 233,701
Noncurrent Assets:
Water Shares - 79,687 79,687
Capital Assets:
Land 168,343 43,669 212,012
Land Improvements 133,796 - 133,796
Buildings 500,248 53,187 553,435
Machinery and Equipment 365,365 434,001 799,366
Utility Systems ‘ - 5,144,774 5,144,774
Infrastructure 1,804,164 - 1,804,164
Less Accumulated Depreciation (1,535,436) (2,080,139) (3,615,575)
Total Capital Assets, Net 1,436,480 3,595,492 5,031,972
Other Assets:
Unamortized Bond Issue Costs - 22,800 22,800
Total Assets 4,172,472 4,730,375 8,902,847
LIABILITIES
Current Liabilities:
Accounts Payable 22,926 112,784 135,710
Other Accrued Liabilities 22,759 12,715 35,474
Total Current Liabilities 45,685 125,499 171,184
Noncurrent Liabilities
Due Within One Year 174,000 41,774 215,774
Due in More Than One Year 1,782,462 1,247,434 3,029,896
Total Liabilities 2,002,147 1,414,707 3,416,854
NET ASSETS
Invested in Capital Assets, Net of Related Debt 990,480 2,072,583 3,063,063
Restricted For:
Class "C" Roads 152,287 - 152,287
Road Impact Fees 175,183 - 175,183 -
Park Impact Fees 120,062 - 120,062 ~
Special Improvement District 196,686 - 196,686
Redevelopment 43,783 - 43,783
Perpetual Care 225,818 - 225,818
Water Impact Fees - 260,048 260,048
Sewer Impact Fees - 108,525 108,525
Electric Impact Fees - 46,534 46,534
Construction - 233,701 233,701
Unrestricted 266,026 594,277 860,303
Total Net Assets $ 2,170,325 $ 3,315,668 $ 5,485,993

The accompanying notes are an integral part of these financial statements.



Functions/Programs

Governmental Activities
General Government
Public Safety
Public Works
Parks and Recreation
Cemetery
Shop

Total Governmental Activities

Business-type Activities
Water
Sewer
Electric
Sanitation

Total Business-type Activities

Total Government

MORGAN CITY
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2005

Program Revenues

Charges for

Operating

Grants and

Capital
Grants and

Expenses Services Contributions Contributions

$ 283,335 $ 155,489 $ 2,418 $ 43,512
265,502 91,029 - -
543,061 156,095 89,472 -
74,016 73,959 - -
64,844 21,609 - -
6,083 - - -

1,236,841 498,181 91,890 43,512
458,800 444,273 - -
288,170 338,273 - -
1,379,019 1,508,093 - -
219,947 234,784 - -
2,345,936 2,525,423 - -

$ 3,582,777 $ 3,023,604 $ 91,890 $ 43,512

General Revenues:

Taxes
Property

Sales and Use

Fee in Lieu
Interest and Investment Earnings
Contributions from Developers
Miscellaneous

Total General Revenues and Transfers

Change in Net Assets

Net Assets at Beginning of Year

Net Assets at End of Year

The accompanying notes are an integral part of these financial statements.
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Changes in Net Assets

Governmental Business-
Activities type Activities Total
$ (81,916) $ - $ (81,916)
(174,473) - (174,473)
(297,494) - {297,494)
(57) - (57)
(43,235) - (43,235)
(6,083) - (6,083)
(603,258) - (603,258)
- (14,527) (14,527)
- 50,103 50,103
- 129,074 129,074
- 14,837 14,837
- 179,487 179,487
(603,258) 179,487 (423,771)
200,856 - 200,856
356,870 - 356,870
42,102 - 42,102
112,548 7,706 120,254
- 7,439 7,439
135,855 - 135,855
848,231 15,145 863,376
244,973 194,632 439,605
1,925,352 3,121,036 5,046,388
$ 2170,325 $ 3,315,668 $ 5,485,993




MORGAN CITY
BALANCE SHEET
GOVERNMENTAL FUNDS
AS OF JUNE 30, 2005

Other Total
Special Governmental Governmental
General Revenue Funds Funds
ASSETS
Cash $ 649,749 $ 196,686 $ 245,613 $ 1,092,048
Accounts Receivable 7,115 1,504,800 29,873 1,541,788
Accounts Receivable - Intergovernmental 102,100 - 56 102,156
TOTAL ASSETS $ 758,964 $ 1,701,486 $ 275,542 $ 2,735,992
LIABILITIES
Accounts Payable $ 22,926 $ - $ - $ 22,926
Deferred Revenue - 1,504,800 - 1,504,800
Other Accrued Liabilities 22,759 ;- - 22,759
TOTAL LIABILITIES 45,685 1,504,800 - 1,550,485
FUND BALANCES
Reserved for:
Class C Roads 152,287 - - 152,287
Road Impact Fees 175,183 - - 175,183
Park Impact Fees 120,062 . - 120,062
Special Improvement District - 196,686 - 196,686
Redevelopment Agency - - 43,783 43,783
Perpetual Care - - 225,818 225,818
Unreserved 265,747 - 5,941 271,688
TOTAL FUND BALANCES 713,279 196,686 275,542 1,185,507
TOTAL LIABILITIES AND FUND BALANCES $ 758,964 $ 1,701,486 $ 275,542 $ 2,735,992

The accompanying notes are an integral part of these financlal statémehts.

10




MORGAN CITY
RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET ASSETS
JUNE 30, 2005

Amounts reported for governmental activities in the
statement of net assets are different because:

Total fund balances--total governmental funds $ 1,185,507

Capital assets used in governmental activities are not financial
resources and, therefore are not reported in the fund
fund financial statements. 1,436,480

Deferred revenues reported in Governmental Funds Balance Sheet
includes a special assessment receivable. The balance was
deferred because funds were not available to pay for current
period expenditures. 1,504,800

Long-term liabilities are not due and payable in the current period
and therefore are not reported in the fund financial statements.
Those liabilities consist of:

Series 2002 Bonds {446,000)
Special Assessment Bonds (1,480,000)
Compensated Absences ___(30,462)
Net assets of governmental activities $ 2,170,325

The accompanying notes are an integral part of these financial statements.
11 '



MORGAN CITY
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2005

Other Total
Special Governmentai Governmental
General Revenue Funds Funds
REVENUES
Taxes $ 552,854 $ - $ 46,974 $ 599,828
Licenses and -Permits 155,489 - - . 155,489
Intergovernmental 135,402 - - 135,402
Charges for services 41,706 - 15,266 56,972
Fines 55,978 - - 55,978
Other Revenues 320,673 210,162 5,510 536,345
Total Revenues 1,262,102 210,162 67,750 1,540,014
EXPENDITURES
Current Operating:
General Government . 249,568 11,659 1,576 262,803
Public Safety 265,502 - - 265,502
Public Works 277,729 - 60,000 337,729
Parks and Recreation 70,383 - . 70,383
Cemetery 64,555 - - 64,555
Shop 6,083 . - 6,083
Debt Service:
Principal 63,000 83,000 - 146,000
Interest 11,834 94,356 11,834 118,024
Capital Outlay - - 24,795 24,795
Total Expenditures 1,008,654 189,015 98,205 . 1,295,874
Excess of Revenues Over .
(Under) Expenditures 253,448 21,147 (30,455) 244,140
OTHER FINANCING SOURCES (USES)
Transfers-In - - - -
Transfers-Out - - - -
Total Other Financing Sources (Uses) - - - -
Net Change in Fund Balances 253,448 21,147 (30,455) 244,140
Fund Balances at Beginning of Year 459,831 175,539 305,997 941,367
Fund Balances at End of Year $ 713279 . $ 196,686 $ 275,542 $ 1,185,507

The accompanying notes are an Integral part of these financial statements.
12



“MORGAN CITY
RECONCILIATION OF THE STATEMENT. OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2005

Net change in fund balance, total governmental funds $ 244,140

Amounts reported for governmental activities
in the statement of activities are different because:

Governmental funds report capital outlays as
expenditures. In the statement of activities,
the cost of those assets is allocated over their
estimated useful lives as depreciation expense.
This is the amount by which depreciation expense
exceeded capital outlays in the current period.

Capital Outlays 24,795
Depreciation Expense (124,691) (99,896)

Special assessment revenues are recorded in the statement of
activities when the assessment is set; they are not reported
in the funds until collected or collectible within 60 days of
year-end. (58,199)

Some expenses reported in the statement of activities do not
require the use of current financial resources and therefore
are not reported as expenditures in the governmental funds.

Decrease in compensated absences 12,928
Repayment of debt principal and compensated absences
is an expenditure in the governmental funds, but the

repayment reduces long-term liabilities in the statement :
of net assets. 146,000

Change in net assets of governmental activities $ 244,973

The accompanying notes are an integral part of these financial statements.
13



MORGAN CITY
STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
JUNE 30, 2005

ASSETS
Current Assets:
Cash
Accounts Receivable (Net)
Inventory

Total Current Assets

Restricted Assets:
Restricted Cash - Construction
Noncurrent Assets:
Water Shares
Capital Assets:
Land
Buildings
Utility Systems
Machinery and Equipment
Less Accumulated Depreciation

Total Capital Assets, Net

Other Assets:
Unamortized Bond Issue Costs

Total Assets

LIABILITIES
Current Liabilities:
Accounts Payable
Customer Deposits
Current Portion of Long-Term Obligations

Total Current Liabilities

Noncurrent Liabilities:
Long-Term Obligations, Net of Current Portion

Total Liabilities

NET ASSETS

Invested in Capital Assets, Net of Related Debt
Restricted for Impact Fee

Restricted for Construction

Unrestricted

Total Net Assets

Total Liabilities and Net Assets

Water Sewer
$ 37,514 $ 90,034
27,262 25,730
36,915 -
101,691 115,764
233,701 -
79,687 -
6,318 19,831
7,125 7,125
2,931,453 1,159,878
111,422 91,027
(847,959) (761,207)
2,208,359 516,654
22,800 -
$ 2,646,238 $ 632,418
$ 10,535 $ -
27,774 14,000
38,309 14,000
1,215,434 32,000
1,253,743 46,000
731,450 470,654
260,048 108,525
233,701 -
167,296 7,239
1,392,495 586,418
$ 2,646,238 $ 632,418

The accompanying notes are an integral part of these financial statements.

14



Electric Sanitation Total

$ 297,942 24,574 $ 450,064
111,717 21,585 186,294
125,422 - 162,337
535,081 46,159 798,695

- - 233,701

. - 79,687
17,520 - 43,669
31,812 7,125 53,187
1,053,443 - 5,144,774
224,517 7,035 434,001
(462,573) (8,400} {2,080,139)
864,719 5,760 3,675,179

- - 22,800

$ 1,399,800 51,919 $ 4,730,375
$ 87,062 15,187 $ 112,784
12,715 - 12,715

- - 41,774
99,777 15,187 167,273

. - 1,247,434
99,777 15,187 1,414,707
864,719 5,760 2,072,583
46,534 - 415,107

- - 233,701
388,770 30,972 594,277
1,300,023 36,732 3,315,668

$ 1,399,800 51,919 $ 4,730,375




MORGAN CITY
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS
PROPRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2005

Water Sewer
Operating Revenues: '
Charges for Services $ 295,975 $ 266,679
Other Operating Revenues 20,924 1,192
Total Operating Revenues 316,899 267,871
Operating Expenses: _
Personnel Services 135,136 119,712
Contractual Services - -
Purchases water/treatment/power/refuse ' - -
Supplies 77,858 58,340
Professional Services 57,069 36,874
Miscellaneous 14,191 23,963
Equipment and Maintenance ' 47,745 8,169
Depreciation 69,866 36,178
Amortization - Deferred Charge 600 -
Total Operating Expenses 402,465 283,236
Operating Income (Loss) . (85,566) (15,365)
Nonoperating Revenues (Expenses)
Impact Fees 104,824 44,702
Connection Fees 22,550 25,700 -
Interest Revenue 7 4,952 1,873
Interest Expense (56,335) (4,934)
Total Nonoperating Revenues (Expenses) 75,991 67,341
Net Income (Loss) Before Contributions (9,575) 51,976
Capital Contributions - -
Change Iin Net Assets (9,575) 51,976
Total Net Assets - Beginning 1,402,070 534,442
Total Net Assets - Ending $ 1,392,495 $ 586,418

The accompanying notes are an integral part of these financial statements.
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Electric Sanitation Total

$ 1,337,939 $ 231,600 $ 2,132,193
61,838 3,184 87,138
1,399,777 234,784 2,219,331
230,233 - 485,081
- 66,666 66,666
859,703 152,290 1,011,993
121,359 - 257,557
16,265 - 110,208
30,529 405 69,088
67,447 - 123,361
53,483 586 160,113
- - 600
1,379,019 219,947 2,284,667

20,758 14,837 (65,336)
56,955 - 206,481
51,361 - 99,611
866 15 7,706

. - (61,269)
109,182 15 252,529
129,940 14,852 187,193
7,439 - 7,439
137,379 14,852 194,632
1,162,644 21,880 3,121,036
$ 1,300,023 $ 36,732 $ 3,315,668




MORGAN CITY
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2005

Cash Flows from Operating Activities
Cash Received From Customers
Cash Paid to Suppliers
Cash Paid to Employees
Net Cash Provided (Used) by Operating Activities

Cash Flows from Noncapital Financing Activities
Transfers In :
Transfers Out

Net Cash Used in Noncapital Financing Activities

Cash Flows from Capital and Related Financing Activities
Acquisition and Construction of Capital Assets
Principal Payments - Bonds
Interest Paid
Impact Fees Collected
Connection Fees Collected
Contributions From Developers
Net Cash Provided (Used) in Capital and Related Financing Activities

Cash Flows from Investing Activities
Interest on Investments
Net Cash Provided by Investing Activities

Net Increase {Decrease) in Cash

Cash - July 1
Cash - June 30

Reconciliation of Operating Income (Loss) to Net
Cash Provided by Operating Activities

Operating Income (Loss)

~ Adjustments to Reconcile Operating income (Loss)
to Net Cash Provided by Operating Activities
Depreciation
Amortization
Changes in Assets and Liabilities:
Accounts Receivable
Inventory
Accounts Payable
Customer Deposits

Net Cash Provided by Operating Activities

Water Sewer
$ 320,006 $ 268,083
(222,693) (127,346)
(135,136) (119,712)
(37,823) 21,025
(604,889) -
(25,244) (12,000)
(56,335) (4,934)
104,824 44,702
22,550 25,700
{559,094) 53,468
4,952 1,873
4,952 1,873
{591,965) 76,366
863,180 13,668
$ 271,215 $ 90,034
$ (85,566) $ (15,365)
69,866 36,178
600 -
3,107 212
(9,393) -
(16,437) -
$ (37,823) $ 21,025

The accompanying notes are an integral part of these financial statements.
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Electric Sanitation Total
$ 1,425,624 $ 235,606 $ 2,249,319
(1,161,706) (230,482) (1,742,227)
(230,233) - (485,081)
33,685 5,124 22,011
(89,001) - (693,890)
- - (37,244)
- - (61,269)
56,955 - 206,481
51,361 - 99,611
7,439 - 7,439
26,754 - (478,872)
866 15 7,706
866 15 7,706
61,305 5,139 (449,155)
236,637 19,435 1,132,920
$ 297,942 $ 24,574 $ 683,765
$ 20,758 $ 14,837 $ (65,336)
53,483 586 160,113
. - 600
25,847 822 29,988
680 - (8,713)
(67,808) (11,121) (95,366)
725 . 725
$ 33,685 $ 5,124 $ 22,011




MORGAN CITY

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2005

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A.

General Statement

The City operates under a Council/Mayor form of government and provides the
following services as authorized by its charter: - public safety (police and fire),

- public -utilities (water, sewer, electric, sanitation), highways and streets, social
'services, - culture-recreation, public . improvements, planning and zoning, -

economic redevelopment, and general administrative services.

The City's financial statements are prepared- in accordance with generally
accepted accounting principles (GAAP) as applied to governmental units. The
Governmental - Accounting Standards Board (GASB) is responsible for
establishing GAAP for state and local governments through its pronouncements
(Statements and Interpretations). Governments are also required to follow the
pronouncements of the Financial Accounting Standards Board (FASB) issued

- through November 30, 1989 (when applicable that do not conflict with or

contradict GASB pronouncements). Although the City has the option to apply

- FASB pronouncements issued after that date to its business-type activities and

enterprise funds, the City has chosen not to do so. The more significant

- accounting policies established in GAAP and used by the City are discussed

below.

In defining the government, for financial reporting purposes, management has
considered all potential component units. The decision to include a potential
component unit in the reporting entity was made by applying the criteria set forth
by the Governmental Accounting Standards Board (GASB). o

Basic Financial Statements

The City's basic financial statements consist of the government-wide statements,
including a statement of net assets and a statement of activities, and fund
financial statements, which provide a more detailed level of financial information.

Government-Wide Financial Statements

Statement of Net Assets - The statement of net assets and the statement of
activities display information about the City as a whole. These statements include
the financial activities of the primary government, except for fiduciary funds. The
statements distinguish between those activities of the City that are governmental
and those that are considered business-type activities. The statement of net
assets presents the financial condition of the governmental and business-type
activities of the City at year end.

Statement of Activities - The statement of activities presents a comparison
between direct expenses and program revenues for each program or function of

‘the City's governmental activities and for business-type activities of the City.

Direct expenses are those that are specifically associated with a service,

-program, or department and therefore clearly identifiable to a particular function.

17




MORGAN CITY

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2005

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

B.

Basic Financial Statements (continued)

Program revenues include charges paid by the.recipient of the goods or services
offered by the program, grants and contributions that are restricted to meeting
the operational or capital requirements of a particular program, and interest
earned on grants that is required to be used to support a particular program.
Revenues which are not classified as program revenues are presented as
general revenues of the City, with certain limited exceptions. The compariscr: of
direct expenses with program revenues identifies the extent to. which each
governmental program or business activity is self-financing or- draws fmrr the
general revenues of the Clty

Fund Financial Statements

During the year, the City segregates transactions related to certain City funrfzrns

. or activities in separate funds in order to aid financial- management and to

demonstrate legal compliance. Fund financial statements are designed to
present financial information of the City at this more detailed level. The focus of
governmental and enterprise fund financial statements is on major funds. Each
major fund is presented in a separate column. Nonmajor funds are aggregatad
and presented in a single column.

Fund Accounting

The City uses funds to maintain its financial records during the year. A fund is
defined as a fiscal and accounting entity with a self balancing set of accounts.

There are three categories of funds: governmental, proprietary, and fiduciary.
The following fund types are used by the City:

Governmental Funds:

The focus of the governmental funds’ measurement (in the fund statements) is
upon determination of financial position and changes in financial position
(sources, uses, and balances of financial resources) rather than upon net
income. The following describes the major governmental funds of the City:

General fund is the general operating fund of the City. It is used to
account for all financial resources except those required to be accounted
for in another fund.

Special Revenue fund is used to account for revenue sources that are

legally restricted to expenditures for specific purposes (not including
expendable trusts or major capital projects).
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MORGAN CITY

NOTES TO FINANCIAL STATEMENTS
- JUNE 30, 2005.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

C.

Fund Accounting (continued)
The followmg descrlbes the nonmajor governmental funds of the City:
Capltal Pro;ects fund is used to account for financial resources to be
.. used for the acquisition or construction of major capital facilities (other
than those financed by business-type/proprietary funds).
. “Redevelopment fund helps eliminate “blighted” areas. within the -
. -designated project area. The City receives tax increment revenue for the
- afund. The-:RedeveIopment Fund is a special revenue fund.
- Perpetual Care fund is an expendable fund for cemetery care.

Proprletary Funds

The focus of proprietary fund measurement is upon determination of operatmg '
income, changes in net assets, financial position, and cash flows. The generally

. accepted accounting principles applicable are those similar to businesses in the

private sector. . Proprietary funds are accounted for on the flow of economic
resources measurement focus and use the accrual basis of accounting. Under
this method, revenues are recorded when eamed and expenses are recorded at
the time liabilities are incurred. The government applies all applicable FASB
pronouncements in accounting and reporting for its proprietary operations..

Proprietary Funds are required to account for operations for which a fee is
charged to external users for goods or services and the activity (a) is financed
with debt that is solely secured by a pledge of the net revenues, (b) has third
party requirements that the cost of providing services, including capltal costs, be
recovered with fees and charges or (c) establishes fees and charges based on a
pncmg policy designed to recover similar costs.

As a general rule the effect of interfund activity has been eliminated from the
government-wide financial statements. Exceptions to this general rule are
payments-in-lieu of taxes and other charges between the government's various
departments. Elimination of these charges would distort the direct costs and
program revenues reported for the various functions concerned.

The following is a description of the proprietary funds of the City.

Enterprise Funds account for those operations that are financed and
-operated in a manner similar to private business enterprises or where the

" governing body had decided that the determination of revenues earned,
costs incurred and/or net income is necessary for management
accountability. The City's enterprise funds include the water fund, sewer
fund, electric fund, and the sanitation fund.
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" MORGAN CITY

NOTES TO FINANCIAL STATEMENTS
- JUNE 30, 2005

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

D.

Measurement Focus/Basis of Accounting

Measurement focus refers to what is being measured; basis of accounting refers
to the point at which revenues or expenditures/expenses are recognized in the
accounts and reported in the financial staternents. Basis of accounting relates to
the timing of the measurements made regardless of the measurement focus
applied.

Government-wide financial statements and fund financial statements for
proprietary funds are reported using the economic resources measurement focus
and the accrual basis of accounting. The economic resources measurement .
focus means all assets :and -liabilities (whether current or non-current) are
included on the statementiof:net assets and the operating statements present
increases (revenues) and'décreases (expenses) in net total assets. Under the
accrual basis of accounting, revenues are recognized when earned, including
unbilled utility services whrch’are accrued Expenses are recognized at the time
liability is incurred. ST

Fund financial statements are reported using the current financial resources
measurement focus and are accounted for using the modified accrual basis of
accounting. Under the modified accrual basis of accounting revenues are
recognized when susceptlble to accrual (i.e., when they are "measurable and
available"). T - :

"Measurable" means the amount of the transaction can be determined and
"available” means collectible within the current period. The government considers
all revenues available if they are collected within 60 days after year end.
Expenditures are recorded when the related fund liability is incurred, except for
unmatured interest on long-term debt which is recognized when due, and certain
compensated absences and'claims and judgments which are recognized when
the obligations are expected to be liquidated with expendable available financial
resources. .

Property taxes, franchise taxes, licenses, and interest are susceptible to accrual.
Sales taxes collected and held. by the state at year end on behalf of the

‘government are also recognized as revenue. Other receipts and taxes become

measurable and available when cash is received by the government and are
recognized as revenue at that time.

Entitlements and shared revenues are recorded at the time of receipt or earlier if
the susceptible to accrual criteria- are met. Expenditure-driven grants are
recognized as revenue when the qualifying expenditures have been incurred and
all other grant requirements have been met.
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MORGAN CITY

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2005

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

E.

Assets, Liabilities and Equity

1.

Deposits and Investments

The government's cash and cash equivalents are considered ic: be cash
on hand, demand -deposits and short-term investments with :’*ngmal
maturities of three months or less from the date of acquisition.. ‘

Interfund Receivables and Payables

During the course of operations, numerous transactions occur Setween
individual funds that may result in amounts owed between funds. Those
related to goods and services type transactions are classified as “due to
and from other funds.” Short-term interfund loans are repoited as
‘interfund receivables and payables.” Long-term interfund loans v
(noncurrent portion) are reported as “advances from and to ofher funds.”
Interfund receivables and payables between funds within govvmmental
activities are ellmlnated in the Statement of Net Assets. :

Receivables and Payables

In the government-wide statements, receivables consist of all revenues
eamed at year end and not yet received. Allowances for uncollectible
accounts receivable are based. upon historical trends and the penodlc
aging of accounts receivable.

Inventories and Prepaid Items

Inventories are valued at cost using the ﬁrSt—in/ﬂrst—out (FIFO} -rnethod.
The .costs of governmental fund-type inventories are recorded as
expenditures when consumed rather than when purchased.

Certain payments to vendors reflect costs applicable to future accounting
periods and are recorded as prepaid items.

Restricted Assets

Restricted assets include cash of the water fund that is legally restricted
as to its use. On September 9, 2003 the City issued $1,214,300 in bonds
and received a $500,000 USDA grant for a culinary water project, The
City also participated by contributing $149,825. The amount unexpended
of $233,701 is restricted for the culinary water project.
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“ MORGAN CITY

NOTES TO FINANCIAL STATEMENTS
. JUNE 30, 2005

SUMMARY. OF SIGNIFICANT ACCOUNTING POLICIES (continued)

E.

Assets, 'Liabili'ties and Equity (continued)

6.

Capital Assets

- Capital .assets which include property, plant, equipment, and

infrastructure assets -are reported in the applicable governmental or.

~business-type activities columns in the government-wide financial

statements and in the fund financial statements for proprietary funds. All
capital assets are valued at historical cost or estimated historical cost if

- actual historical is not available. Donated assets are valued at their fair
- market value on the date donated. Repairs and maintenance are
- recorded as expenses. Renewals and betterments are capitalized.

Interest has not been capitalized during the construction period on

property, plant and equipment.

* . Assets capitalized, not including infrastructure assets, have an' original
.-~ cost of $5,000 or more and over three years of useful life. Infrastructure
" . assets capitalized have an original cost of $100,000 or more.

Depreciation has been calculated on each class of depreciable property
using the straight-line method. Estimated useful lives are as follows:

Assets Years
Buildings 50
- Utility Systems 40
Land Improvements 30
Infrastructure : 20
Machinery &Equipment 7

Fund Financial Statements

In the fund financial statements, capital assets used in governmental fund

- operations are accounted for as capital outlay expenditures of the

* . governmental fund upon acquisition. Capital assets used in proprietary

- fund operations are accounted for the same as in the government-wide
_statements.

Compeﬁsated Absences

It is the government’s policy to permit employees to accumulate earned
but unused vacation and sick pay benefits. No liability is reported for

-unpaid accumulated sick leave. Vacation pay is accrued when incurred

and is reported as a liability. Amounts not expected to be liquidated with
expendable available financial resources are reported in the Statement of
Net Assets as a noncurrent liability.
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MORGAN CITY

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2005

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

E.

Assets, Liabilities and Equity (continued)

8.

Long-term Liabilities

The accounting treatment of long-term liabilities depends on whether the
assets are used in governmental fund operations or proprietary fund
operations and whether they are reported in the government-wide or fund
financial statements

All long-term llabllltles to be repaid from governmental and business-type
resources are reported as liabilities in the government-wide statements.
The long-term liabilities consist primarily of notes payable and bonds
payable. ‘

Long-term |IabI|ItteS for governmental funds are not reported as liabilities
in the fund financial:statements. The debt proceeds are reported as other
financing sources. and payment of principle and interest reported as
expenditures. The accounting for proprietary fund is the same in the fund
statements as it is in the government-wude statements

Equity CIassnf‘catlons
Government-wide Statements
Equity is'cléssiﬁed as net assets and dispiayed in three components:

a. Invested in capital assets, net of related debt — Consists of capital
assets, net of accumulated depreciation and reduced by the
outstanding balances of any bonds, mortgages, notes, or other
borrowings that are attributable to the acquisition, construction, or
improvement of those assets.

b. Restricted net assets — Consists of net assets with constraints placed
on the use either by (1) external groups such as creditors, grantors,
contributors, or laws .or regulations of other governments; or (2) law
through constitutional provisions or enabling legisiation.

c. Unrestricted net assets — All other net assets that do not meet the
definition of “restrlcted" or “invested in capital assets, net of related
debt.”

it is the City's policy to first apply restricted resources rather than.

unrestricted resources when an expense is incurred for purposes for
which both restricted and unrestricted net assets are available.
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MORGAN CITY

NOTES TO FINANCIAL STATEMENTS
' JUNE 30, 2005

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

E.

Assets, Liabilities and Equity (continued)

9.

10.

1.

12.

Equity Classifications (continued)
Fund Statements

Governmental fund equity is classified as fund balance. Fund balance is
further classified as reserved and unreserved, with unreserved further
split between deS|gnated and undesignated. Proprietary fund eqwty is
classified the same as in the government-wide statements.

Interfund Transactions

Interfund services provided and used are accounted for as revenues or
expenditures. Transactions that constitute reimbursements to a fund for
expenditures initially made from it that are properly applicable to another
fund, are recorded as expenditures/expenses in the reimbursing fund and
as reductions of expenditures/expenses in the fund that is reimbursed.

All other interfund transactions, except quasi-external transactions and
reimbursement, are reported as transfers. Nonrecurring or non-routine
permanent transfers of equity are reported as residual equity transfers.
All other interfund transfers are reported as non-operating transfers.

Property Tax

Real property taxes are collected by the County Treasurer and remitted to
the City after collection. Taxes are due and payable on November 1st
and delinquent after 12 o'clock noon on November 30th of each year.
The tax levy is established by June 15th with a lien date of January 1st.
Property tax revenue is not recognized when levied, because it is not
expected to be collected within 60 days after the end of the fiscal year.

Operating Revenues and Expenses

Operating revenues and expenses in the proprietary funds consist of
those revenues that result from the ongoing principal operations of the
City. Operating revenues consist of charges for services. Nonoperating
revenues and expenses consist of those revenues and expenses that are
related to financing .and investing type activities and result from
nonexchange transactions or ancillary activities:
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MORGAN CITY

NOTES TO FINANCIAL STATEMENTS
L JUNE 30, 2005

L STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Budget Information

Annual budgets;.-ar,ejprepared‘ and adopted in accordance with the "Uniform .- ;-

Fiscal Procedures:Agt.for Utah cities" by the Morgan City Municipal Council on.or -

before June 15th for the following fiscal year, which begins on July 1. Budgets
may be increased by resolution of the Municipal Council at any time during the

year, following a public.hearing. Budgets are adopted at sub-department levels; ' = . -

however. budget -amendments by resolution are generally required only if the
department desrres to exceed its total budget appropriation.

The City adheres tosthe foIlowung procedures in establishing the budgetary data o

reflected in the f'rnanmai statements

1. On or before May 1 the Mayor submits to the City Council a proposed
operating budget for the fiscal year commencing the following July 1. The

operating ‘budget includes proposed expenditures and the means of o

financing them.

2. Prior to the forimal adoption of the budget the City Council will hold budget -

workshop- meetlngs which are open to the public.

3. Prior to June 15th the Clty Council sets a date for a public budget hearing

at which time‘taxpayers' comments are heard. Copies of the proposed
budget aré ‘made available for public inspection 10 days prior to the"

budget hearing. At the conclusion of the budget hearing the budget, as
amended, is legally enacted through passage of a resolution.

4, Formal budgetary integration is employed as a management control
device during the year for the General Fund and Enterprise Funds.

5. Budgets'fori the General Fund are adopted on a basis consistent with |

Generally Accepted Accounting Principles (GAAP). Budgets for the

proprietary fund types are prepared using the accrual basis of accounting

except that depreciation for all proprietary fund types is not budgeted.

Budgeted amounts are as originally adopted, or as amended by the City N

Council during the 2004/2005 fiscal year.

6. Unencumbered budget appropriations lapse at the end of the fiscal year.

25



MORGAN CI_TY'

NOTES TO FINANCIAL STATEMENTS
- JUNE 30, 2005

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY (continued)

B.

Fund Equity Restrictions

Reserve for Perpetual Care - The City Council passed an ordinance provising for
perpetual care fees to be set aside for perpetual care maintenance si- tha . City
cemetery. o

Reserve for Redevelopment - Amounts generated in the redevelopmesi? furd are’
reserved to be spent to promote urban renewal and economic developimerif, -

Reserve for Impact Fees - The City Council passed an ordinance providing for
specific impact fees on all new construction.  Impact fees include fees for roads,
parks, administration, water, sewer, and electric. These fees are to be ié:ierved
for current and future costs to help defray a portion of the costs that naturally

- result from increased development.

Reserve for Class “C” Road - Reserve required to be kept that accounts for the
receipt of class “C" road revenues and expenditures.

Reserve for Special Imgrbvement District - Amounts generated in the special .-

improvement district are reserved to be spent on capital outlay and debt:service
within the district. '

Reserve for Construction — During the 2003/2004 fiscal year the City recaived a
grant and a bond for the purpose of a culinary water project. The unzxpended
amount is reserved for construction on the culinary project. '

DETAILED NOTES ON TRANSACTION CLASSES/ACCOUNTS
Deposits and Investments

The City maintains a cash and investment pool that is available for ‘use. by all
funds. Cash includes amounts in demand deposits as well as time deposits.
Investments are stated at cost or amortized cost, which approximates fair value. .
Each fund’s portion of this pool is displayed as “Cash and Cash Equivaients’
which also includes cash accounts that are separately held by some of ths City’s
funds. Deposits are not collateralized nor are they required to bs oy State
statute.

The City follows the requirements of the Utah Money Management Act {(Utah
Code, Section 51, Chapter 7) in handling its depository and investment
transactions. This Act requires the depositing of city funds in a “qualified
depository”.
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~ MORGAN CITY

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2005

DETAILED NOTES ON TRANSACTION CLASSES/ACCOUNTS (continued)

A.

Deposits and Investments (continued)

The Act defines a “qualified depository” as any financial institution whose
deposits are: insured by an agency of the Federal government and which has
been certified by the State Commissioner of Financial Institutions as meeting the
requirements . of the Act and adhering to the rules of the Utah ‘Money
Management Council.

Deposits

Custodial credit risk — Custodial credit risk is the risk that, in the event of a bank
failure, the City’s deposits may not be returned to it. The City does not have a
formal deposit policy for custodial credit risk. As of June 30, 2005, $540,731 of
the City’s bank balances of $640,731 was uninsured and uncollateralized.

Investments

The Money Management Act defines the types of securities authorized as
appropriate investments for the City and the conditions for making investment
transactions.” Investment transactions may be conducted only through qualified
depositories, certified- dealers, or directly with issuers of the investment
securities. '

Statutes authorize the City to invest in negotiable or nonnegotiable deposits of
qualified depositories and permitted negotiable depositories; repurchase and
reverse repurchase agreements; commercial paper that is classified as “first tier”
by two nationally recognized statistical rating organizations, one of which must be
Moody's Investors Services or Standard & Poor’s; bankers’ acceptances;
obligations of the United States Treasury including bills, notes, and bonds:
bonds, notes and other evidence of indebtedness of political subdivision of the
State; fixed rate corporate obligations and variable rate securities rated “A” or
higher, or the equivalent of “A” or higher, by two nationally recognized statistical
rating organizations; shares or certificates in a money market mutual fund as
defined in the Act; and the Utah State Public Treasurer's Investment Fund
(PTIF). :

The PTIF is not registered with the SEC as an investment company. The PTIF is
authorized and regulated by the Money Management Act, Section 51-7, Utah
Code Annotated, 1953, as amended. The Act established the Money
Management Council which oversees the activities of the State Treasurer and
the PTIF and details the types of authorized investments. Deposits in the PTIF
are not insured or otherwise guaranteed by the State of Utah, and participants
share proportionally in any realized gains or losses on investments.
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MORGAN CITY

NOTES TO FINANCIAL STATEMENTS
- JUNE 30, 2005

. DETAILED NOTES ON TRANSACTION CLASSES/ACCOUNTS (contihued)

A.

Deposits and Investments (continued)

" The PTIF operates and reports to participants on an amortized cost basis. The

income, gains and losses — net of administration fees, of the PTIF are allocated
based upon the participant's average daily balance. The fair value of the PTIF
Investment pool is approximately equal to the value of the pool shares.

As of June 30, 2005, the City had the following investments and maturities:

Investment Maturities (in Years)

) More than Quality
Investment Type Fair Value Less than 1 1-5 6-10 . 10 " Ratings
PTIF Investments 1,176,374 1,176,374 - - o - " notrated

1,176,374 1,176,374 -

Interest rate risk — Interest rate risk is the risk that changes in interest rates will
adversely affect the fair value of an investment. The City manages its exposure
to declines in fair value by investing mainly in the Utah Public Treasurers
Investment Fund and by adhering to the Money Management Act. The Act
requires that the remaining term to maturity of investments may not exceed the
period of availability of the funds to be invested. The Act further limits the
remaining term to maturity of commercial paper to 270 days or less and fixed rate
negotiable deposits and corporate obligations to 365 days or Iess Maturities of
the City’s investments are noted in the previous table.

Credit risk — Credit risk is the risk that an issuer or other counterparty to an
investment will not fulfill its obligations. The City’s policy for reducing its
exposure to credit risk is to comply with the State’s Money Management Act as
previously discussed.

Concentration of credit risk — Concentration of credit risk is the risk of loss
attributed to the magnitude of a government's investment in a single issuer. The
City’s policy for reducing this risk of loss is to comply with the Rules of the Money
Management Council. Rule 17 of the Money Management Council limits
investments in a single issuer of commercial paper and corporate obligations to
5-10% depending upon the total dollar held in the portfolio. The City’s investment
in the Utah Public Treasurer's investment Fund has no concentration of credit
risk.

Custodial credit risk (investments) — For an investment, this is the risk that, in the
event of the failure of the counterparty, the City will not be able to recover the
value of its investments or collateral securities that are in the possession of an

outside party. The City does not have a formal policy for custodial credit risk.
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MORGAN CITY

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2005

il DETAILED NOTES ON TRANSACTION CLASSES/ACCOUNTS (continued)

A. Deposits and Investments (continued)

The City's investment in the Utah Public Treasurer’s Investment Fund has no
-+ custodial credit risk.

Components of cash and investments (including mterest earmng deposits) at
June 30, 2005, are as follows:

. 'Cash on hand and on deposit:
Cash on deposit
PTIF investment

" Total cash and investments

599,439

1,176,374

_$ 1775813

Cash and investments are included in the accompanying
combined statement of net assets as follows:

Cash

Restricted Cash - Construction

Total cash and investments

'$ 1,542,112

233,701

_$ 1775813

113 DETAILED NOTES ON TRANSACTION CLASSES/ACCOUNTS (continued)

B.  Accounts Receivable

Accounts receivable for the City,

Governmental
Activities:
Receivables:
Accounts

Special Assessment_
Taxes

Gross receivables - -

Less: Allowance for
uncollectibles

Net total receivables

including the applicable allowance for
uncollectible accounts at June 30, 2005, are as follows:

Special Perpetual Redevelop-
General Revenue Care ment - Total

$ 7,115 $ - $ 29,873 3 - $ 36,988
- 1,504,800 - - 1,504,800
102,100 - - 56 102,156
109,215 1,504,800 29,873 56 1,643,944

$ 109,215 $1,504,800 $ 29,873 $ 56 $1,643,944
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MORGAN CITY
I NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2005
I Il DETAILED NOTES ON TRANSACTION CLASSES/ACCOUNTS (continued)
I B. Accounts Receivable (continued)
Business-type :
l Activites: - Water Sewer Electric Sanitation ‘Total
» Receivables: - '
Accounts $ 28,233 $ 26,564 $ 132479 $ 22,604 $ 209,880
Gross receivables 28,233 26,564 132,479 22,604 209,880
l Less: Allowance for :
uncollectibles ~(971) (834) (20,762) . (1,019) (23,586)
I Net total receivables $ 27,262 $ 25,730 $ 111,717 $ 21,585 $ 186,294
The City had no interfund receivables as of June 30, 2005.
I C. Capital Assets
I A summary of changes in capital assets follows:
Beginning Ending
I : Balance Increases Decreases Balance
Governmental activities: :
Capital assets, not being depreciated :
Land $ 168,343 $ - $ - $ 168,343
: I Total capital assets, not being ,
, depreciated 168,343 - - 168,343
Capital assets, being depreciated K '
I Land Improvements 109,000 24,796 - 133,796
Buildings 500,248 - - 500,248
Machinery & Equipment 365,365 - - 365,365
l Infrastructure 1,804,164 - - 1,804,164
Total capital assets, being depreciated 2,778,777 24,796 - 2,803,573
Accumulated Depreciation for: -
I Land Improvements (36,172) (3,923) - (40,095)
Buildings (98,852) (8,455) - (107,307)
Machinery & Equipment (317,713) (22,105) - (339,818)
l Infrastructure (958,008) (90,208) - (1,048,216)
Total accumulated depreciation (1,410,745) (124,691) - (1,535,436)
Total capital assets, being depreciated, S
I net 1,368,032 (99,895) - 1,268,137
Governmental activities capital assets, net  $1,536,375 $(99,895) $ - $1,436,480
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90 West Young Street P.O._ Box 1085 Morgan, Utah 84050 (801) 829-3461

November 3, 2005

Utah State Auditor

Utah State Capitol Complex

East Office Building, Suite E-310
PO Box 142310

Salt Lake City, Utah 84114-2310

Dear State Auditor,

The following is a list of answers regarding the recommendations that were noted by our Auditors, |
Wood, Richards, & Associates. .

State Legal Compliance

¢} The city opens their budgets as needed late in the year to make adjustments. The
budget referred to was the law enforcement budget-and the amount it was in excess™ -
was approximately $200. We contract with Morgan County for these services and the
increase in billing was not expected. The city will continue to watch the department -
budgets closely and make adjustments as needed -

) The amount in the general fund that is over the 18% allowed is $53,000. This amount:
will be budgeted and spent in the current year’s budgets. o

3) This item has been an ongoing project for a number of years. The city continues to
work on completing the analysis for the sewer department impact fees. We worked
diligently to complete the study by the end of this fiscal year, but this did not occur.
We have contracted with Susie Becker who represents Lewis & Young and are in the
final phase of having this completed. We understand this has been in the management
letter for the past several years and we know this must be a priority and be completed.
Please feel free to contact the city or Susie Becker @596-0700 for any further
information you need on this matter.

¢ The city has taken steps to increase the amount of the treasurer fidelity bond to the
required amount.

If you have any questions about the above matters, or need any further information please feel free
to contact us.

. Sincerely,

- Y. Marie Heiner
Mayor



90 West Young Street P.0. Box 1085 Morgan, Utah 84050 (801) 829-3461

November 3, 2005

To Whom It May Concern:

Enclosed is a copy of the Morgan City 2004-2005 fiscal year audit. Please contact me
if you have any questions or need any further information.

Sincerely,
MORGAN CITY CORPORATION

Julie A. T& - |

City Recorder




MORGAN CITY

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2005

i. DETAILED NOTES ON TRANSACTION CLASSES/ACCOUNTS (continuéd)

C. Capital Assets (continued)

- Ending

Beginning
S Balance - Increases Decreases Balance
Business-type activities:
Capital assets, not being depreciated . ‘
Land $ 43,669 $ - $§ - $ 43,669
Total capital assets, not being
depreciated 43,669 - - 43,669
Capital assets, being depreciated
Buildings 53,187 - - 53,187
Machinery & Equipment 434,001 - - 434,001
Systems 4,452,243 692,631 - 5,144,774
Total_'ca_pital assets, being depreciated 4,939,431 692,531 _ - 5,631,962
Accumulated Depreciation for: : ‘
Buildings (29,435) (712) - (30,147)
Machinery & Equipment (360,407) (17,680) ' - (378,087)
Systems _(1,530,184)  (141,721) - _(1,671,905)
Total accumulated depreciation (1,920,026)  (160,113) : - _(2,080,139)
Total capital assets, being depreciated, Co
net 3,019,405 532,418 - 3,551,823
Business-type activities capital assets, net  $3,063,074 $532,418 $ - $3,595,492

Depreciation Expense was charged
government as follows:

Governmental Activities:

General Government
Public Safety

Public Works

Parks and Recreation
Cemetery

Shop

| Total Depreciation Expense
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to functions/departments of the primary

9,999

110,770
3,633
289

$ 124,691




MORGAN CITY
NOTES TO FINANCIAL STATEMENTS
.. JUNE 30, 2005

DETAILED NOTES ON TRANSACTION CLASSES/ACCOUNTS (continued)

C. Capital Assets (continued)

Business-type ‘Activities:
Water Fund . . 69,866

Sewer Fund: -, .-; 36,178
Electric Fund ' 53,483
Sanitation Fund o _ 586
Total Depreciation Expense $ 160,113
%
D. Interfund Transfers = *'*

- There were no inte‘r“furjc"i,:t'rénsfers made during the fiscal year.

E. 'Long-Term Liabilities ;.
Lease Revenue Bondé,%_ T he government issued a series 2002 bond to
- provide funds for the construction of a new municipal building.

Series 2002 bond issued for municipal building
construction. Interest is paid on June 1 and
December 1, while principal is paid on June
1 of each year. Bond-matures June 1 , 2012,

. The interest rate is 4.65% - $ 446,000
" The annual requirement to amortize the obligation is as follows:

Year Series 2002 Bonds

June 30, S Principal Interest Total
2006 o $ 66,000 $ 20,739 $ 86,739
2007 s 69,000 17,670 86,670
2008 o 73,000 14,462 87,462
2009 s 76,000 11,067 87,067
2010 - : 79,000 7,533 86,533
2011 83,000 3,860 86,860

Totals $ 446,000 $ 75331 $ 521,331
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" MORGAN CITY

NOTES TO FINANCIAL STATEMENTS
- JUNE 30, 2005

. DETAILED NOTES ON TRANSACTION CLASSES/ACCOUNTS (continued)
E. Long-Term Liabilities (continued)

Special Assessment Bonds. Special Assessment bonds are repaid thrcugh -
coliection of assessments against property owners who benefited from capitai
improvements made as a result of the establishment of the Special Improvement
District. The City is obligated to pay Special Assessment bonds and interest to
the following extent: '

Year o Special Assessment Bonds

Ended - 6.05% L
June 30, _ Principal Interest . Total

2006 o $ 88,000 $ 89540 $ 177540

2007 : : 93,000 84,216 177.216

2008 : 98,000 78,590 176,590

2009 ‘ 104,000 72,661 - 176,661

2010 : 111,000 66,369 .- 177,369
2011-2015 662,000 222,822 £84,822
2016-2017 324,000 29,706 353,706

Totals $ 1480,000 - $ 643,904 $2,123,904

Revenue Bonds. The govenment issues bonds where the government pledges
income derived from the acquired or constructed assets to pay debt service.
Both Revenue Bonds are paid on June 1. The interest rates are 16.98%.
Revenue bonds outstanding at year end are as follows:

Year _Water Revenue Bond

Ended _ 10.98%

June 30, Principal Interest Total
2006 '$ 15,000 $ 4559 $ 19,559
2007 17,000 2,559 19,559
2008 ' 18,000 1,559 16,559
Totals $ 50,000 $ 8677  $ 58677
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MORGAN CITY

NOTES TO FINANCIAL STATEMENTS

.-~ JUNE 30,-2005

.  DETAILED NOTES ON TRANSACTION CLASSES/ACCOUNTS (continuéd)

E.  Long-Term Liabilities (continued)
Year Sewer Revenue Bond
Ended : 10.98%
June 30, o A Principal Iinterest ____Total
2006 _ ‘$ 14,000 .3 3,994 $ 17,994
2007 T 15,000 2,994 17,994
2008 . e 17,000 994 17,994
$ 7,982 $ - 53,982

Totals - = = - . $ 46,000

Water Revenué Bond Series 2003. The government issued a series 2003 bond |

to provide funds for improvements and construction of a culinary water project.

Series 2003 bonds were issued for the
culinary water project. Both Interest and
principal are paid on the 11" of each month.
The bonds mature on August 11, 2043.

The interest rate is 4.25% $ 1,193,208
The annual requirement to amortize the obligation is as follows:

Year Series 2003 Bonds
Ended . 4.25%

June 30, ' Principal Interest Total
2006 $ 12,774 $ 50478 $ 63,252
2007 13,328 49,924 63,252
2008 13,905 49,347 63,252
2009 - 14,508 48,744 63,252
2010 . 15,154 48,098 63,252

2011-2015 86,210 230,050 316,260
2016-2020 106,581 209,679 316,260
2021-2025 ... 131,767 184,493 316,260
2026-2030 162,904 153,356 316,260
2031-2035 L 201,398 114,862 316,260
2036-2040 248,990 67,270 316,260
2041-2043 185,689 14,293 199,982

$ 2,413,802

Totals $ 1,193,208

$ 1,220,594

34



MORGAN CITY

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2005

. DETAILED NOTES ON TRANSACTION CLASSES/ACCOUNTS (continued)

E. Long-Term Liabilities (continued)

Changes in Long-Term Liabilities - During the year, the following changes

occurred in long-term liabilities for the governmental activities:

Amounts

Balance Balance Due

July 1, June 30, Within
Governmental Activities: 2004 Additions Reductions 2005 One Year
Lease Revenue Bonds $ 509,000 $ - $ (63,000) $ 446,000 $ 66,000
Special Assessment Bonds 1,563,000 - (83,000) 1,480,000 88,000
Total Debt 2,072,000 - (146,000) 1,926,000 154,000
Compensated Absences 43,390 28,588 (41,516) 30462 20,000
Total Govemmental Activities $2,115,390 .~ $ 28,588 $ (187,516) $1,956,462 $ 174,000
Changes in Long-Term Liabilities - During the year, the following changes
occurred in long-term liabilities for the business-type activities:

‘ Amounts

Balance Balance Due-.

July 1, June 30, Within
Business-type Activities: 2004 Additions Reductions . 2005 One Year
Water Revenue Bonds 63,000 - (13,000) 50,000 15,000
Sewer Revenue Bonds 58,000 - (12,000) 46,000 14,000
Series 2003 Bonds 1,205,452 - (12,244) 1,193,208 12,774
Total Debt 1,326,452 - (37,244) 1,289,208 41,774
Total Business-type Activities ~_$1,326,452 $ - $ . -(37,2444L $1,289,208  $ 41,774

F. Redevelopment Agency

The Morgan Redevelopment Agency has one project titled the Commercial
Street Redevelopment Project. The Commercial Street Redevelopment Project
collected $46,974 in tax increment monies in the fiscal year ended June 30,
2005. This project did not have any outstanding debt at June 30, 2005, nor did it
pay any taxes to a taxing agency.

The actual expenditures for the project consisted of the following:

1. $60,000 for the installation of public utilities
2. $1,576 for administrative costs of the project
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MORGAN CITY

NOTES TO FINANCIAL STATEMENTS
. JUNE 30, 2005

OTHER INFORMATION

A.

Retirerhent System

Plan Description - Morgan City Corporation contributes to the Local Government
Noncontributing Retirement System, which is for employers with Social Security
coverage cost-sharing multiple-employer defined benefit pension plans
administered by the Utah Retirement Systems (Systems). Utah Retirement
Systems provide refunds, retirement benefits, annual cost of living adjustments
and death benefits to plan members and beneficiaries in accordance with
retirement statutes.

The Systems are established and governed by the respective sections of
Chapter 49 of the Utah Code Annotated 1953 as amended. The Utah
Retirement Office Act in Chapter 49 provides for the administration of the Utah
Retirement Systems and Plans under the direction of the Utah State Retirement
Board (Board) whose members are appointed by the Governor. The Systems
issue a publicly available financial report that includes financial statements and
required supplementary information of the Local Governmental Contributory
Retirement System and Local Government Noncontributory Retirement System.
The Utah State Retirement Systems is on a calendar year which ends December
31, 2004. A copy of the report may be obtained by writing to the Utah Retirement
Systems, 540 East 200 South, Salt Lake City, UT 84102 or by calling 1-800-365-
8772. _

Funding Policy - Plan members in Local Government Noncontributory Retirement
System members-are required to contribute 0.0% of their annual covered salary
(all or part may be paid by the employer for the employee) and Morgan City
Corporation is required to contribute 11.09% of their annual covered salary from
July 2004 through June 2005. The contribution rates are the actuarially
determined rates. The contribution requirements of the Systems are authorized
by statute and specified by the Board.

The contributions by Morgan City Corporation to the Local Government
Noncontributory Retirement System for June 30, 2005, 2004 and 2003 were
$56,878, $44,784, and $39,524 respectively. The contributions were equal to the
required contributions for each year and were paid by the due dates or within 30
days thereafter.

The Utah State Retirement Board does not segregate the assets and vested
benefits of the individual plans by unit within the system. Therefore, it is not
possible to determine the portion of the assets and vested benefits or unfunded
liabilities of the plans that are applicable to Morgan City Corporation. ‘
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'MORGAN CITY

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2005

OTHER INFORMATION (continued)

A.

Retirement System (continued)

The City also sponsors a defined contribution retirement plan under Internal
Revenue Code 401(K) which is administered by the Utah Retirement Systems.
The Plan covers all city employees. Participants are fully vested. The 401(K)
plan is an elective deferral plan. The City does not make contributions on behalf
of the employees. All city employees may contribute @ minimum of ¥ of 1% up
to a maximum of 25% of gross income. The participants’ contributions for the
year ended June 30, 2005 totaled $13,128.

The City does not participaté in a 457 Deferred Compensation Plan.

Deferred Revenue

Deferred revenue are those revenues where asset recognition criteria have been
met, but for which revenue recognition criteria have not been met. Morgan City
has deferred revenue as of June 30, 2005 as follows:

Special Revenue - Special Assessments $1,504,800

Commitments

Business Revenue Sharing Agreement. The City entered into a business
revenue sharing agreement where the agreement calls for the share of increased

sales tax payments over base year amounts until the amount of $185,781 is paid,
with interest of 7.75%. In the event the reimbursement outlinedis not made
within fifteen (15) years the obligation shall be deemed paid, and no other
recourse for payment shall be pursued by Owner/Developer against the City.

Risk Management - Claims and Judgments

The Cvity is exposed to various risks of loss related to torts; theft of, damage to
and destruction of assets; errors and omissions; and natural disasters.

The City maintains commercial insurance for all major programs. There have

been no significant reductions in insurance coverage. Settlement amounts have
not exceeded insurance coverage for the current year or the prior year.
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MORGAN CITY

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2005

OTHER INFORMATION (continued)

E.

Stewardship, Compliance, and Accountability

Expenditures over budget:

The following departments in the General Fund incurred expenditures in excess
of budget:

Actual
Over
Budget Actual Budget
Police Department 162,450 162,672 : 222
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STATEMENT OF REVENUES, EXPENDITU

Revenues:

Taxes:
Current Year Property Taxes
~ Redemptions
Fee in Lieu
Sales and Use Taxes

Licenses and Permits:
Business Licenses
Building Permits
Other Licenses

Intergovernmental:
Grants
Class "C" Road Fund Allotment
State Liquor Allotment

Charges for Services:
Ambulance
Parks
Cemetery

Fines and Forfeitures

Other Revenues:
Interest Earnings
Road Impact Fees
Park Impact Fees
- Miscellaneous Revenue
Transfers From Other Funds
Surplus Class B & C Funds

Total Revenues

- MORGAN CITY
RES AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
. GENERAL FUND ' '
YEAR ENDED JUNE 30, 2005

Budgeted Amounts

Variance with

~ Final Budget

Favorable

Original Final Actual (Unfavorable)
$ 160693 § 160,693 $ 150843 $  (9,850)
2,000 2,000 3,039 1,039
36,000 36,000 42,102 6,102
370,000 370,000 356,870 (13,130)
568,693 568,693 552,854 (15,839)
5,000 5,000 6,463 1,468
75,000 75,000 147,665 - - 72,665
1,100 1,100 - 1,356 256
81,100 81,100 155,489 74,389
41,556 41,556 43,512 1,956
100,000 100,000 89,472 (10,528)
2,500 2,500 2,418 (82)
144,056 144,056 135,402 (8,654)
35,000 35,000 35,051 51
500 500 262 (238)
10,500 10,500 6,393 (4,107)
46,000 46,000 41,706 (4,294)
30,000 30,000 55,978 25,978
6,875 6,875 13,882 7,007
45,000 45,000 97,289 52,289
40,000 40,000 73,697 33,697
85,500 85,500 135,805 50,305
50,000 50,000 - (50,000)
80,000 80,000 - (80,000)
307,375 307,375 320,673 13,298
$ 1,177,224 $ 1,177,224 $ 1,262,102 $ 84,878

{continued)
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MORGAN CITY »
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
GENERAL FUND
YEAR ENDED JUNE 30, 2005

Variance with

_ Final Budget
Budgeted Amounts Favorable
Original Final Actual (Unfavorable)
Expenditures:
General Government:
Administrative $ 188,190 $ 178,190 $ 168,493 $ 9,697
Court ) 23,238 31,238 29,521 1,717
Economic Development 10,000 3,000 1,729 1,271.
Non-Departmental 41,556 41,556 36,012 5,544
Buildings 102,109 102,109 88,647 13,462
365,093 356,093 324,402 31,691
Public Safety: '
Police Department 162,450 162,450 162,672 (222)
Fire Department 30,290 30,290 29,786 504
Ambulance ‘ 40,000 48,000 46,178 1,822
Animal Control 27,000 27,000 26,866 134
259,740 : 267,740 _ 265,502 ' 2,238
Public Works o .
Building Inspection _ 101,810 101,810 93,285 : 8,525
Road Department 285,840 275,840 184,444 91,396 -
387,650 - 377,650 277,729 99,921
Parks 59,963 69,963 65,776 4,187
Recreation _ 3,707 4,707 4,607 100
Cemetery 91,571 91,571 . 64,555 27,016
Shop 9,500 9,500 6,083 3,417
Total Expenditures 1,177,224 1,177,224 1,008,654 168,570
Other financing sources (uses):
Operating transfers in (out) - - - -
Total other financing
sources (uses) - - - -
Excess (Deficiency) of Revenues ‘
over Expenditures - - 253,448 253,448
Fund Balance - July 1 459,831 459,831 459,831 -
Fund Balance - June 30 $ 459,831 $ 459,831 $ 713,279 $ 253,448
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MORGAN CITY

COMBINING BALANCE SHEET .
NONMAJOR GOVERNMENTAL FUNDS
AS OF JUNE 30, 2005

Total
) Nonmajor
Capital Utility Governmental
Projects RDA - Perpetual Care Enhancement Funds
ASSETS ‘ ‘ '
Cash $ 5,891 $ 43,727 $ 195,945 $ 50 $ 245,613
Accounts Receivable - - 29,873 - 29,873
Accounts Receivable - Intergovernmental - 56 - - 56
TOTAL ASSETS $ 5,891 $ 43,783 $ 225,818 $ 50 $ 275,542
FUND BALANCES
Reserved for: .
Redevelopment . $ - $ 43,783 $ - $ - $ 43,783
Perpetual Care - - 225,818 - 225,818
Unreserved 5,891 - - 50 5,941
TOTAL FUND BALANCES $ 5,891 $ 43,783 $ 225818 $ 50 $ 275,542
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: MORGAN CITY ‘
COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2005

: - Total Nonmajor
Capital ) ’ Utility Governmental

Projects RDA . Perpetual Care Enhancement Funds
REVENUES
Taxes $ - $ 46,974 $ - $ - $ 46,974
Charges for services . - L. ‘ 15,216 50 15,266
.Interest - 250 5,260 - 5,510
Total Revenues - 47,224 20,476 50 67,750
EXPENDITURES
Current Operating: .
General Government - - 1,576 - - : 1,576
Miscellaneous - 60,000 - . - 60,000
Debt Service: )
Principal - - - - ) -
Interest 11,834 - - - : 11,834
Capital Outlay - - 24,795 : 24,795
Total Expenditures 11,834 61,576 24,795 - 98,205
Excess of Revenues Over _
(Under) Expenditures (11,834) (14,352) (4,319) 50 (30,455)
OTHER FINANCING SOURCES (USES)
Transfers-In - - - - -
Transfers-Out - - - - -
Net Change in Fund Balances (11,834) (14,352) (4,319) 50 (30,455)
Fund Balances at Beginning of Year 17,725 58,135 230,137 - 305,997
Fund Balances at End of Year $ 5,891 $ 43,783 $ 225,818 $ 50 $ 275,542 ‘
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MORGAN CITY, UTAH

GOVERNMENT AUDITING STANDARDS,
OMB CIRCULAR A-133 AND OTHER REQUIRED REPORTS

YEAR ENDED JUNE 30, 2005



REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
"AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

Honorable Mayor and City Council
Morgan City, Utah

We have audlted the financial statements of the governmental activities, the business-
type activities, each major fund, and the aggregate remaining fund information of
Morgan- City, Utah, as of and for the year ended June 30, 2005, which collectively
comprise Morgan City, Utah’s basic financial statements and have issued our report
thereon dated October 11, 2005. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards lssued by

~ the Comptroller General of the United States.

: Internal Control Over Financial Reporting

In planning and performing our audit, we considered Morgan City, Utah's internal control

over financial reporting in order to determine our auditing procedures for the purpose of
expressing our opinions on the financial statements and not to provide an opinion on the
internal control over financial reporting. Our consideration of the internal control over
financial reporting would not necessarily disclose all matters in the internal control that
might be material weaknesses. A material weakness is a.reportable condition in which
the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may .

~occur and not be detected within a timely period by employees in the normal course of

performing their assigned functions. We noted no matters involving the internal control
over financial reporting and its operation that we consider to be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Morgan City, Utah's financial
statements are free of material misstatement, we performed tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements, noncompliance
with which could have a direct and material effect on the determination of financial
statement amounts.

A C C O UNTAN-T S

2490 Wall Avenue Ogden, Utah 84401 Phone (801) 621-0440 Fax (801) 399-9264

Royce J. Richards, J. D., CPA
Lynn J. Wood, CPA



Honorable Mayor and City Council |
Page 2

However, providing an opinion on compliance with those provisions was not an
objective of our audit, and accordingly, we do not express such an opinion. The results
of our tests disclosed no instances of noncompliance or other matters that are required
to be reported under GovernmentAudltmg Standards. :

This report is intended solely for the information and use of the audit committee,
management, City Council, and federal awarding agencies and pass-through entities

and is not intended to be and should not be used by anyone other than these specified
parties. :

\/\JOOD Richads ¢ H§SUCIML€§

Ogden, Utah
October 11, 2005
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APPLICABLE TO EACH MAJOR PROGRAM AND INTERNAL CONTROL
- OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

Honorable Mayor and City Council
Morgan City, Utah

Compliance

We have audited the compliance of Morgan City, Utah, with the types of compliance
requirements described in the U. S. Office of Management and Budget (OMB) Circular
A-133 Compliance Supplement that are applicable to each of its major federal programs
for the year ended June 30, 2005. Morgan City, Utah’s major federal programs are
identified in the summary of auditor’s results section of the accompanying schedule of
findings and questioned costs. Compliance with the requirements of laws, regulations,
contracts, and grants applicable to each of its major federal programs is the
responsnblllty of Morgan City, Utah’'s management. Our responsibility is to express an

- opinion on Morgan City, Utah’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States of America; the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the
United States; and OMB Circular A-133, Audits of States, Local Governments, and Non-
Profit Organizations. Those standards and OMB Circular A-133 require that we plan and
perform the audit to obtain reasonable assurance about whether noncompliance with
the types of compliance requirements referred to above that could have a direct and
material effect on a major federal program occurred. An audit includes examining, on a
test basis, evidence about Morgan City, Utah’s compliance with those requirements and
performing such other procedures as we considered necessary in the circumstances.
We believe that our audit provides a reasonable basis for our opinion. Our audit does
not provide a legal determination on Morgan City, Utah’s compliance with those
requirements.

In our opinion, Morgan City, Utah, complied, in all material respects, with the
requirements referred to above that are applicable to each of its major federal programs

- for the year ended June 30, 2005.

Internal Control Over Financial Reporting

* The management of Morgan City, Utah, is responsible for establishing and maintaining

effective internal control over compliance with requirements of laws, regulations,
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Honorable Mayor and City Council
Page 2 -

contracts, and grants applicable to-federal programs. In planning and performing our = -
audit, we considered Morgan  City, Utah’s internal control over .compliance with
requirements that could have a direct and material effect on a major federal program in
order to determine our auditing procedures for the purpose of expressing our opinion on .
compliance and to test and report on the internal control over compliance in accordance
with OMB Circular A-133. :

Our consideration of the internal control over compliance would not necessarily disclose
all matters in the internal control that might be material weaknesses. A material
weakness is a reportable condition in which the design or operation of one or more of
the internal control components does not reduce to a relatively low level the risk that
noncompliance with applicable requirements of laws, regulations, contracts, and grants
caused by error or fraud that would be material-in relation to a major federal program
being audited may occur and not be detected within a timely period by employees in the
normal course of performing their assigned functions. We noted no matters involving
the internal control over compliance and its operation that we consider to be material
weaknesses. ' :

Schedule of Exgénditures of Federal Awards

We have audited the financial statements of the governmental activities, the business-
type activities, each major fund, and the aggregate remaining fund information of
Morgan City, Utah, as of and for the year ended June 30, 2005, and have issued our
report thereon dated October 11, 2005. Our audit was performed for the purpose of
forming opinions on the financial statements that collectively comprise Morgan City,
Utah’s, basic financial statements. The accompanying schedule of expenditures of
federal awards is presented for purposes of additional analysis as required by OMB
Circular A-133 and is not a required part of the basic financial statements. Such
information has been subjected to-the auditing procedures applied in the audit of the
basic financial statements and, in our opinion, is fairly stated, in all material respects, in
relation to the basic financial statements taken as a whole.

This report is intended solely for the information and use of the audit committee,
management, City Council, and federal awarding agencies and pass-through entities

and is not intended to be and should not be used by anyone other than these specified
parties.

Wood [ichavds ¥ AsSociate
October 11, 2005
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MORGAN CITY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2005

Federal Grantor/Grantor Federal Pass-through Federal

Pass Through/Grantor CFDA Entity Award Major

Program Title Number Number Expended Program
Major Programs: -

U.S. Department of Agriculture

Rural Development Loan 10.760 N/A 166,280 X
Grant - 10.760 N/A 323,601 X

Total Department of Agriculture 489,881

U. S. Department of Housing and
Urban Development:
Passed through Utah State Department
Of Community and Economic.
Development ‘

Community Development Block

Grant : 14.228 N/A : 40,000
Total Expenditures of Federal Awards $ 529,881

See Accompanying Notes.
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NOTE 1.

NOTE 2.

- MORGAN CITY '
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2005 :

BASIS OF PRESENTATION

The accompanying Schedule of Expenditures of Federal Awards includes the
federal grant activity of Morgan City and is presented on the accrual basis of
accounting and in accordance with accounting principles generally accepted in
the United States of America. The information in this schedule is presented in
accordance with the requirements of OMB Circular A-133. All federal financial
awards received directly from federal agencies as. well as federal financial
awards passed through from other governmental agencies are included in these
schedules.

SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation — The information in the Schedule is presented in
accordance with OMB Circular A-133. '

Federal Awards — Pursuant to OMB Circular A-133, federal awards are
defined as assistance provided by a federal agency, either directly or
indirectly, in the form of grants, contracts, cooperative agreements, loans,
loan guarantees, property, interest subsidies, insurance, or direct
appropriations.  Accordingly, non-monetary federal awards, including
federal surplus property, is included in federal awards and, therefore, is
reported on the Schedule. Federal awards do not include direct federal
cash assistance to individuals. Solicited contracts between the State and
Federal Government for which the Federal Government procures tanglble
goods or services are not considered to be federal awards.

. Type A and Type B Programs - OMB Circular A-133 establish the levels
of expenditures or expenses to be used in defining Type A and Type B |
federal awards programs. Type A program threshold in 2005 was
$300,000.

Reporting Entity — The reporting entity is fully described in the footnotes
of the Morgan City’s financial statements. The schedule includes all
federal awards programs administered by Morgan: City for the year ended
June 30, 2005.

Basis of Accounting — The expenditures in the Schedule are recognized
as incurred based on the modified accrual basis of accounting and the
cost accounting principles contained in OMB Circular A-87, Cost
Principles of State and Local Governments. Under those cost principles,
certain types of expenditures are not allowable or are limited as to
reimbursement.

48



MORGAN CITY
'SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED JUNE 30, 2005

Section | - Summary of Auditor’s Results
Financial Statements

Type of auditors’ report issued:

Internal control over financial reporting:
Material weakness(es) identified?
Reportable conditions(s) identified

not considered to be material weaknesses?

Noncompliance material to financial
statements noted?

Federal Awards

internal Control over major programs:
Material weakness(es) identified?
Reportable condition(s) identified
not considered to be material weaknesses?

Type of auditors’ report issued on compliance
for major programs:

Any audit findings disclosed that are required
to be reported in accordance with
Circular A-133, Section .510(a)?

Identification of major programs:

‘CFDA Number(s) Name of Federal Program or Cluster

Unqualified

yes _ X
yes _ X
yes _ X
yes _ X
yes __X

Unqualified

10.760 Utah Department of Agriculture

Dollar threshold used to distinguish
between Type A and Type 'B programs:

Auditee qualified as low-risk auditee?
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yes __ X
300,000
yes _X

no
none

no

no

none

no

no



MORGAN CITY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
.FOR THE YEAR ENDED JUNE 30, 2005

Section Il - Financial Statement Findings

This section identifies the reportable conditions, material weaknesses, and instances of
noncompliance related to the financial statements that are required to be reported in
accordance with paragraphs 5.18 through 5.20 of Government Auditing Standards.
There were no reportable conditions or material weaknesses noted during our audit.
Accordingly, no such matters are reported.

Section lll - Federal Award Findings and Questioned Costs

There were no federal award findings or questioned costs noted during our audit.
Accordingly, no such matters are reported.
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INDEPENDENT AUDITOR'’S REPORT
STATE OF UTAH LEGAL COMPLIANCE

The Honorable Mayor and City Council
Morgan City, Utah

We have audited the accompanying financial statements of the governmental
activities, business-type activities, each major fund and the aggregate remaining
fund information of Morgan City, Utah, for the year ended June 30, 2005 and have
issued our report thereon dated October 11, 2005. As part of our audit, we have
audited .Morgan City's compliance with the requirements goveming types of
services allowed or unallowed; eligibility; matching, level of effort, or earmarking;
reporting; special tests and provisions applicable to each of its major State
assistance programs as required by the State of Utah Legal Compliance Audit
Guide for the year ended June 30, 2005. The City received the following major_
assistance programs from the State of Utah.

C Road Funds (Department of Transportation)
Liquor Law Enforcement (State Tax Commission)

The City did not recelve any nonmajor State grants during the year ended June
30, 2005

Our audit also included testwork on the City's compliance with those general
compliance requirements ldentlf ed in the State of Utah Legal Compllance Audit
Guide, including:

Public Debt Liquor Law Enforcement

Cash Management Justice Court

Purchasing Requirements B & C Road Funds

Budgetary Compliance Other General Compliance Issues
Truth in Taxation & Property Uniform Building Code Standards
Tax Limitations Impact Fees

The management of Morgan City is responsible for the City’s compliancé with all
compliance requirements identified above. -Our responsibility is to express an
opinion on compliance with those requirements based on our audit.

2490 Wali Avenue Ogden, Utah 84401 Phone (801) 621-0440 Fax (801) 399-9264

Royce J. Richards, J. D., CPA
Lynn J. Wood, CPA



Independent Auditor’s Report on State Legal Compliance
Page 2

We conducted our audit in accordance with auditing standards generally accepted
in the United States of America and Government Auditing Standards, issued by
the Comptroller General of the United States. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether material
noncompliance with the requirements referred to above occurred. An audit
includes examining, on a test basis, evidence about the City’s compliance with
those requirements. We belleve that our audit provides a reasonable basis for our
opinion.

The results of our audit procedures disclosed - immaterial instances of
noncompliance with requirements referred to above, which are described in the
accompanying management letter. We considered these instances of
noncompliance in forming our oplmon on compliance, which is expressed in the
following paragraph '

In our opinion, Morgan City, Utah, complied, in all material respects, with the
general compliance requirements identified above and the requirements governing

~ types of services allowed or unallowed; eligibility; matching, level of effort, or

earmarking; reporting; and special tests and provisions that are applicable to each
of its major State assistance programs for the year ended June 30, 2005.

WooD Richavds 4 Assaclates

October 11, 2005
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Royce J. Richards, J. D., CPA
Lynn J. Wood, CPA
October 11, 2005

Honorable Mayor and City Council
Morgan City, Utah

We have recently cdmpleted our audit of the basic financial statements of
Morgan City for the year ended June 30 2005. During our audit we noted the followmg
items for your consideration:

1. State law requires that expenditures not be incurred in excess of the
appropriation for any department. We noted that one department had
expenditures over budget. We recommend you limit expenditures or open the
“budget late in the year to provide for these variances.

2. State law requires that the general fund balance not exceed 18% of the total
estimated revenue of the general fund. The current unreserved general fund
balance is in excess of this limitation. We recommend you make necessary
budget adjustments to comply with this provision.

3. Impact fees — The City has completed the necessary plans and analysis on all
impact fees except the sewer fees. We recommend you complete thls analysis
and implement it.

4.  State law requires that every public treasurer secure a fidelity bond, based on the
previous year's budgeted gross revenues, which includes all funds collected or

handled by the public treasurer. The current bond does not meet this criterion.
We recommend that you increase the bond amount to meet the required

criterion.

We appreciate the cooperation we received during the course of our audit.

Sincerely,

\I\J 0oD) K chavds § Asseciates

Wood, Richards & Associates, PC

2490 Wall Avenue Ogden, Utah 84401 Phone (801) 621-0440 Fax (801) 399-9264




Royce J. Richards, J. D., CPA
Lynn J. Wood, CPA
October 11, 2005

Honorable Mayor and City Council
Morgan City, Utah

We have recently completed our audit of the basic financial statements of
Morgan City for the year ended June 30 2005. During our audit we noted the followmg
items for your conSIderatlon

1. . State' law requires that expenditures not be incurred in excess of the
appropriation for any department. We noted that one department had
expenditures over budget. We recommend you limit expenditures or open the
- budget late in the year to provide for these variances.

2. State law requires that the general fund balance not exceed 18% of the total
estimated revenue of the general fund. The current unreserved general fund
balance is in excess of this limitation. We recommend you make necessary
budget adjustments to comply with this provision.

3. Impact fees — The City has completed the necessary plans and analysis on all
... impact fees except the sewer fees. We recommend you complete this analysis
“and |mplement it.

4.  State law requires that every public treasurer secure a fidelity bond, based on the
previous year's budgeted gross revenues, which includes all funds collected or
handled by the public treasurer. The current bond does not meet this criterion.

We recommend that you increase the bond amount to meet the required
criterion.

We appreciate the cooperation we received during the course of our audit.

Sincerely,

V\} oo D) ({\c\f\wci‘) 1 Associates

Wood, Richards & Associates, PC

2490 Wall Avenue Ogden, Utah 84401 Phone (801) 621-0440 Fax (801) 399-9264




